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Looking for something to read? See our Reading List; these books, separated by category, are 

ones we find interesting and insightful. We will be adding to the list over time.  
 

[Posted: May 12, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  The 

EuroStoxx 50 is currently up 0.1% from its prior close.  In Asia, the MSCI Asia Apex 50 closed 

down 0.5%.  Chinese markets were higher, with the Shanghai Composite up 0.6% from its prior 

close and the Shenzhen Composite up 0.9%.  U.S. equity index futures are signaling a lower 

open.  With 455 companies having reported, the S&P 500 Q1 2021 earnings stand at $48.30, 

higher than the $37.94 forecast for the quarter.  The forecast reflects a 23.3% increase from Q1 

2020 earnings.  Thus far this quarter, 86.8% of the companies have reported earnings above 

forecast, while 11.5% have reported earnings below forecast.   

 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold: 

• Weekly Geopolitical Report (5/10/2021): The Geopolitics of Taiwan: Part II 

• Weekly Energy Update (5/6/2021)  

• Asset Allocation Weekly (with associated podcast and chart book) (5/7/2021)  

• Confluence of Ideas podcast (4/30/2021): “The U.S.-China Balance of Power: Part II” 

 

In today’s Comment, we open with an update on the Colonial Pipeline ransomware hack and the 

panic buying of gasoline that it has sparked in the Southeast.  We next cover various news 

related to U.S. fiscal policy, the energy industry, inflation, and Chinese trade issues (there is 

more detail on the latest U.S. inflation data in the “U.S. Economic Releases” section below).  We 

wrap up with the latest developments related to the coronavirus pandemic. 

 

Colonial Pipeline Hack:  As we warned in our Comment yesterday, motorists worried about 

gasoline shortages arising from the Colonial Pipeline ransomware attack began panic buying on 

the East Coast yesterday, resulting in long lines and shortages.  Colonial continues to express 

confidence that it can restart normal operations by the end of the week, but the crisis is already 

wreaking havoc in the Southeast, where there are fewer alternative pipelines or refineries to 

serve as backup sources of supply. 

• According to the AAA, the average price for regular gas in Georgia yesterday was up 

$0.11 per gallon from the previous day.  In North Carolina, the average price was up 

$0.05 per gallon. 

• Georgia Governor Brian Kemp signed an executive order temporarily suspending the 

state’s gas tax and Virginia Governor Ralph Northam declared a state of emergency. 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/category/weekly-geopolitical-report/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_may_06_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_May_7_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.wsj.com/articles/east-coast-drivers-make-run-on-gas-stations-following-colonial-pipeline-shutdown-11620748473?mod=hp_lead_pos7
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North Carolina Governor Roy Cooper also declared a state of emergency Monday 

because of the outage. 

 

U.S. Fiscal Policy:  For the first time since his inauguration, President Biden today will meet at 

the White House with all four of the top Democrats and Republicans in Congress.  The purpose 

of the meeting is to begin hammering out an agreement on the president’s spending plans, 

including his $2.3 trillion package of spending on infrastructure and other economic programs 

and his $1.8 trillion proposal to strengthen the country’s social safety net. 

• Although Biden quickly gave up on a bipartisan approach to his pandemic relief program 

earlier this year when he assessed the Republican counteroffer as insufficient, aides say 

he is likely to be more flexible this time around. 

• Even if that’s the case, it’s not entirely clear that the Republicans have been chastised by 

being shut out of the pandemic program’s process so quickly.  There is still a significant 

chance that they will offer far too little for the administration’s taste, although we would 

still expect the Democrats to push through some level of new spending addressing 

Biden’s priorities.  Any additional fiscal stimulus would help accelerate the budding 

economic recovery, although it would also feed into the market’s growing fear about a 

prolonged new era of high inflation. 

 

U.S. Energy Industry:  The Interior Department yesterday gave final federal approval for the 

nation’s first major offshore wind farm.  The Vineyard Wind project, to be built off the coast of 

Massachusetts, will consist of up to 84 turbines and produce enough electricity to power 400,000 

homes and businesses when it becomes operational in about 2023.  According to its developers, 

the project will be the first of many in a broad, new regional energy industry. 

 

Global Inflation Scare:  In the latest news feeding into fears of a prolonged new era of high 

inflation, tin prices have surged to record highs for the first time in a decade.  The price jump 

reflects increased demand for consumer electronics and difficulties shipping the metal out of 

Asia, resulting in a shortage of tin. 

 

China-Hong Kong:  In the latest poll by the American Chamber of Commerce in China, the 

number of people saying they are considering leaving Hong Kong has risen sharply, with a 

significant number citing last year’s new national security law as the primary driver.  About 40% 

of respondents said they were considering leaving, which was a bit lower than the share in a poll 

last August.  However, a much larger number of people responded, so the actual number who 

said they were thinking of abandoning the city increased.  The increased response rate also 

suggests a greater concern and desire to express their views. 

 

China-Sweden:  A newspaper affiliated with the Communist Party of China warned that 

Ericsson (ERIC, USD, 13.29), the Swedish telecom equipment giant, will not be invited to 

participate further in constructing China’s 5G network unless Sweden reverses its ban on 

equipment from Chinese telecom giant Huawei (002502, CNY, 3.21).  The warning is another 

instance of China using the heft of its domestic market to pressure foreign countries and 

companies to respect its interests, just as it imposed import restrictions against Australian 

products to punish Canberra for proposing an investigation into China’s role in the coronavirus 

https://www.ft.com/content/27e6822c-eb96-4de1-957a-ed70c2ffc813
https://www.ft.com/content/27e6822c-eb96-4de1-957a-ed70c2ffc813
https://www.wsj.com/articles/wind-farm-off-massachusetts-coast-gets-final-federal-approval-11620769735
https://www.wsj.com/articles/wind-farm-off-massachusetts-coast-gets-final-federal-approval-11620769735
https://www.wsj.com/articles/tin-prices-soar-on-electronics-demand-shipping-trouble-11620811801?mod=hp_featst_pos3
https://www.scmp.com/news/hong-kong/hong-kong-economy/article/3133181/more-american-chamber-commerce-members-say-they?utm_medium=email&utm_source=mailchimp&utm_campaign=enlz-scmp_international&utm_content=20210512&tpcc=enlz-scmp_international&MCUID=b11497b3c2&MCCampaignID=35b5b05b6f&MCAccountID=3775521f5f542047246d9c827&tc=25
https://www.wsj.com/articles/china-threatens-retaliation-against-ericsson-if-sweden-doesnt-drop-huawei-5g-ban-11620740192?mod=hp_lista_pos3
https://www.wsj.com/articles/china-threatens-retaliation-against-ericsson-if-sweden-doesnt-drop-huawei-5g-ban-11620740192?mod=hp_lista_pos3
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pandemic.  As a rising China continues to chafe against the international system crafted by the 

U.S. and its allies, such punishments could impose heavy costs on the global economy and weigh 

on investors. 

 

Chinese Financial Industry:  The China Banking and Insurance Regulatory Commission today 

granted final approval for U.S. financial services behemoth BlackRock (BLK, USD, 844.10) to 

begin operating its 50.1%-owned wealth management joint venture on the mainland.  Despite 

China’s heavy-handed trade and investment policies targeting foes abroad, the government has 

continued to selectively open parts of its economy to foreign investors.  However, that opening is 

probably aimed, at least in part, at creating a pool of foreign firms that will pressure their home 

governments to take a soft stance toward Beijing. 

• Despite the Chinese government’s lobbying to keep advantageous trade rules in place, the 

tariffs imposed by the Trump administration and continued under the Biden 

administration continue to impede U.S. purchases of Chinese goods. 

• New data show the tariffs have led to a sharp decline in Chinese imports, with purchases 

of telecommunications gear, furniture, apparel, and other goods shifting to other 

countries. 

 

Israel-Hamas:  Israel and the militant Palestinian militia Hamas kept up their deadly barrage of 

rocket launches and airstrikes on Tuesday night, escalating a conflict that a UN envoy warned 

could spiral into an all-out war.  In the worst violence seen since the 2014 war, Israeli airstrikes 

toppled two high-rise buildings in Gaza City that it said were used by Hamas, prompting 

retaliatory launches of hundreds of rockets at large Israeli cities. 

 

COVID-19:  Official data show confirmed cases have risen to 159,732,343 worldwide, with 

3,319,169 deaths.  In the United States, confirmed cases rose to 32,779,414, with 582,848 deaths.  

Vaccine doses delivered in the U.S. now total 334,081,065, while the number of people who 

have received at least their first shot totals 153,448,316.  Finally, here is the interactive chart 

from the Financial Times that allows you to compare cases and deaths among countries, scaled 

by population.   

 

Virology 

• Newly confirmed U.S infections fell to approximately 33,000 yesterday, well below both 

the seven-day moving average of 38,826 and the 14-day moving average of 44,222.  New 

deaths related to the virus came in at a moderate 684.  Meanwhile, the nation’s mass 

vaccination program continues to make progress.  According to the CDC, 44.7% of all 

adults in the U.S. are now fully vaccinated against COVID-19. 

• Testifying before a Senate committee yesterday, administration officials said there should 

be enough evidence by late fall to potentially extend the use of COVID-19 vaccines to 

many children under age 12.  Administration medical adviser Anthony Fauci told the 

panel that such steps to vaccinate younger children would probably occur in stages, 

progressing younger and younger, as study evidence accumulates. 

• A late-stage human trial of China’s first vaccine candidate using mRNA technology will 

soon be launched in Mexico, according to Mexican Foreign Minister Ebrard.  The mRNA 

https://www.ft.com/content/3fd79007-e556-4f04-aa6e-43557652890f
https://www.wsj.com/articles/u-s-tariffs-drive-drop-in-chinese-imports-11620811802?mod=hp_lead_pos4
https://www.ft.com/content/4585d6dd-8a54-4ef3-b872-78924ac3b874
https://www.ft.com/content/4585d6dd-8a54-4ef3-b872-78924ac3b874
https://www.nytimes.com/live/2021/05/12/world/covid-vaccine-coronavirus-cases
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://www.wsj.com/livecoverage/covid-2021-05-12
https://www.wsj.com/articles/data-on-covid-19-vaccines-for-children-under-12-expected-by-late-fall-health-officials-say-11620757066
https://www.wsj.com/articles/data-on-covid-19-vaccines-for-children-under-12-expected-by-late-fall-health-officials-say-11620757066
https://www.scmp.com/news/china/science/article/3133200/coronavirus-late-stage-trial-chinese-mrna-vaccine-candidate?utm_medium=email&utm_source=mailchimp&utm_campaign=enlz-scmp_international&utm_content=20210512&tpcc=enlz-scmp_international&MCUID=b11497b3c2&MCCampaignID=35b5b05b6f&MCAccountID=3775521f5f542047246d9c827&tc=7
https://www.scmp.com/news/china/science/article/3133200/coronavirus-late-stage-trial-chinese-mrna-vaccine-candidate?utm_medium=email&utm_source=mailchimp&utm_campaign=enlz-scmp_international&utm_content=20210512&tpcc=enlz-scmp_international&MCUID=b11497b3c2&MCCampaignID=35b5b05b6f&MCAccountID=3775521f5f542047246d9c827&tc=7
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technology is the same one used in the highly effective, two-dose vaccines produced by 

Pfizer (PFE, USD, 39.35) and Moderna (MRNA, USD, 158.99). 

• Even though investors are fixated on the huge new waves of infection in places like India 

and Brazil, a recent resurgence in Taiwan is suddenly getting attention as well.  The 

island has had very few infections over the course of the pandemic, but because of 16 

newly discovered cases of domestically transmitted infections, Health Minister Chen 

Shih-chung warned that Taiwan was very likely to raise its epidemic alert level to its 

highest level since the onset of the pandemic.  The news has sparked fears over the 

island’s key semiconductor industry and pushed the stock market down sharply over the 

last few days.  The country’s main stock index is now nearly 10% below its record 

closing high reached on April 27. 

• A review panel convened by the World Health Organization issued a scathing report 

criticizing both the Chinese authorities and the WHO for being too slow to recognize that 

the novel virus was spreading between people in Wuhan and then warning the world 

about human-to-human transmission.  The report contends that a swift international 

response could have stopped the 2019 COVID-19 outbreak in China from becoming a 

global catastrophe in 2020. 

 

Economic and Financial Market Impacts 

• Today, the European Commission sharply raised its economic forecasts for the coming 

two years, as an accelerating vaccination campaign helps the Eurozone recover from the 

historic blow delivered by the pandemic.  The EC now forecasts that the Eurozone’s 

gross domestic product (GDP) will expand by 4.3% in 2021 and 4.4% in 2022, compared 

with previous forecasts for 3.8% growth in both years. As a result, all member states are 

now expected to regain their pre-crisis output levels by the end of next year, following a 

historic 6.6% slump in 2020. 

• In a positive sign for equities moving forward, a data tally by Goldman Sachs shows U.S. 

companies announced $484 billion in share buybacks in the first four months of this year, 

the highest such total in at least two decades. 

o Not only did firms rush to raise precautionary cash at the outset of the crisis last 

year, but now they’ve come through a blockbuster earnings season and have much 

more clarity on the future trajectory of the economy.  That’s encouraging firms to 

put their cash to work through new investments, dividend hikes, or share 

buybacks. 

o While we’ve often mentioned that stocks are likely to be buoyed by continued 

loose monetary policy, new fiscal stimulus, economic reopening, and rebounding 

consumer demand, share buybacks could offer further noticeable support for 

equities this year. 

 

 

 

 

https://www.wsj.com/articles/covid-19-concerns-and-chip-selloff-roil-taiwanese-market-11620815533
https://www.wsj.com/articles/covid-19-concerns-and-chip-selloff-roil-taiwanese-market-11620815533
https://www.ft.com/content/fb698a43-0f97-4142-9ff5-15dde66ffae0
https://www.ft.com/content/fb698a43-0f97-4142-9ff5-15dde66ffae0
https://www.ft.com/content/3f0e15c1-539c-41b3-87b5-514ae2eddbc0
https://www.ft.com/content/d7adb226-e9a6-4cd8-9049-35d55c211ca4


 

 

20 Allen Avenue, Suite 300 | Saint Louis, MO  63119 | 314.743.5090 

www.confluenceinvestment.com 

 5 

U.S. Economic Releases  

For the week ending May 7th, the MBA mortgage applications index rose 2.1% from the prior 

week.  The indexes for refinances and purchases rose 2.9% and 0.8% from the prior week, 

respectively.  The average 30-year fixed rate mortgage fell by 7 bps from 3.18% to 3.11%. 

 

Consumer prices rose by the most in more than a decade following a rebound in airline fares, 

energy prices, and a spike in used car prices.  The Consumer Price Index (CPI) rose 4.2% from 

the prior year, above expectations of 3.6%.  The surge in headline CPI can be largely attributed 

the normalization of energy prices, particularly for crude oil. Last year, oil prices traded below 

zero due to a lack of storage capacity.  Supply chain issues caused by the pandemic have also 

made food prices relatively high.  As a result, CPI excluding food and energy prices rose at a 

relatively modest pace of 3.0% compared to expectations of a rise of 2.3%.  The rise in core CPI 

was concentrated in used cars and trucks and airline fares. The prices for used cars and trucks 

rose 10.0% from the prior month, while airline fares rose 10.2%. These price rises are likely 

temporary. 

 

 
 

The chart above shows the monthly change in core CPI.  The spike in the index comes from a 

sharp rise in used cars and airline fares, this is likely to be temporary and not a cause for concern. 

As a result, it is unlikely that this report will have a substantial impact on the Federal Reserve’s 

decision to raise rates. 

 

https://www.msn.com/en-us/money/personalfinance/the-supply-chain-is-broken-again-for-chicken-ketchup-and-computer-chips/ar-BB1gBm7f
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The chart above shows the monthly change in price for used cars and trucks.  Prices for used 

vehicles rose by the most recorded in history.  The strong rise in demand for these vehicles is 

likely the result of people using their stimulus checks.  We suspect that prices for vehicles could 

drop over the next few years. 

 

The rise in CPI had a substantial impact on average weekly earnings.  Real weekly earnings fell 

1.4% from the prior year, well below last month’s gain of 3.9%.  
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The chart above shows the annual change in average weekly earnings for nonsupervisory and 

production workers.  Real weekly earnings fell 0.8% from the prior year. 

 

The table below lists the economic releases and Fed event scheduled for the rest of the day. 

 

14:00 Monthly Budget Statement m/m Apr -$207.8b -$738.0b **

EST Speaker or event

13:00 Raphael Bostic Speaks to Council on Foreign Relations President of the Federal Reserve Bank of Atlanta

13:30 Patrick Harker Discusses Higher Education President of the Federal Reserve Bank of Philadelphia

District or position

Economic Releases

Fed Speakers or Events

 
 

Foreign Economic News 
 

We monitor numerous global economic indicators on a continuous basis.  The most significant 

international news that was released overnight is outlined below.  Not all releases are equally 

significant, thus we have created a star rating to convey to our readers the importance of the 

various indicators.  The rating column below is a three-star scale of importance, with one star 

being the least important and three stars being the most important.  We note that these ratings do 

change over time as economic circumstances change.  Additionally, for ease of reading, we have 

also color-coded the market impact section, which indicates the effect on the foreign market.  

Red indicates a concerning development, yellow indicates an emerging trend that we are 

following closely for possible complications, and green indicates neutral conditions.  We will 

add a paragraph below if any development merits further explanation. 
 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Aggregate Financing CNY m/m Apr 1850.0b 3340.0b 2290.0b ** Equity and bond neutral

Foreign Direct Investment YoY CNY m/m Apr 1470.0b 2730.0b 1600.0b ** Equity and bond neutral

Money Supply M0 y/y Apr 5.3% 4.2% 4.0% * Equity and bond neutral

Money Supply M1 y/y Apr 6.2% 7.1% 7.1% * Equity and bond neutral

Money Supply M2 y/y Apr 8.1% 9.4% 9.2% * Equity and bond neutral

Japan Leading Index CI m/m Mar 103.2 98.7 102.9 *** Equity bullish, bond bearish

Coincident Index m/m Mar 93.1 89.9 92.9 *** Equity and bond neutral

EUROPE

Eurozone Industrial Production WDA y/y Mar 10.9% -1.6% 11.8% *** Equity and bond neutral

Germany CPI y/y Apr 2.0% 2.0% 2.0% *** Equity and bond neutral

CPI EU Harmonized y/y Apr 2.1% 2.1% 2.1% *** Equity and bond neutral

France CPI EU Harmonized y/y Apr 1.6% 1.7% 1.7% *** Equity and bond neutral

CPI y/y Apr 1.2% 1.3% 1.3% *** Equity and bond neutral

UK GDP q/q 1Q -1.5% 1.3% -1.6% *** Equity and bond neutral

Industrial Production m/m Mar 1.8% 1.0% 1.0% *** Equity and bond neutral

Manufacturing Production m/m Mar 2.1% 1.3% 1.0% ** Equity bullish, bond bearish

Construction Output m/m Mar 5.8% 1.6% 1.0% ** Equity bullish, bond bearish

Index of Services 3M/3M m/m Mar -2.0% -1.9% -1.7% ** Equity and bond neutral

Trade Balance GBP/Mn m/m Mar -£1966m -£7123m -£4866m ** Equity bullish, bond bearish

Russia Light Vehicle Car Sales y/y Apr 290% -5.7% 154% ** Equity bullish, bond bearish

AMERICAS

Brazil FIPE CPI - Weekly w/w 7-May 0.4% 0.5% 0.5% *** Equity and bond neutral

IBGE Inflation IPCA m/m Apr 0.3% 0.9% 0.3% ** Equity and bond neutral

Canada Gross Fixed Investment m/m Feb -0.045 -0.106 -4.3% ** Equity and bond neutral

International Reserves Weekly w/w 7-May $195129m $195268m ** Equity and bond neutral

ANTAD Same-Store Sales y/y Apr 46.8% 6.5% ** Equity and bond neutral  
 

Financial Markets 
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The table below highlights some of the indicators that we follow on a daily basis.  Again, the 

color coding is similar to the foreign news description above.  We will add a paragraph below if 

a certain move merits further explanation. 

 
Today Prior Change Trend

3-mo Libor yield (bps) 16 16 0 Up

3-mo T-bill yield (bps) 0 1 -1 Neutral

TED spread (bps) 16 15 1 Up

U.S. Libor/OIS spread (bps) 7 7 0 Up

10-yr T-note (%) 1.61 1.60 0.01 Neutral

Euribor/OIS spread (bps) -53 -53 0 Neutral

EUR/USD 3-mo swap (bps) 2 2 0 Down

Currencies

dollar Up Down

euro Down Up

yen Down Up

pound Flat Up

franc Flat Up  
  

Commodity Markets 
 

The commodity section below shows some of the commodity prices and their change from the 

prior trading day, with commentary on the cause of the change highlighted in the last column. 
 

Price Prior Change Explanation

Brent $69.04 $68.55 0.71%

WTI $65.80 $65.28 0.80%

Natural Gas $2.93 $2.96 -0.74%

Crack Spread $22.85 $22.94 -0.39%

12-mo strip crack $20.65 $20.70 -0.22%

Ethanol rack $2.81 $2.81 -0.10%

Gold $1,834.90 $1,837.47 -0.14%

Silver $27.40 $27.62 -0.81%

Copper contract $478.70 $476.20 0.52%

Corn contract $725.75 $722.25 0.48%

Wheat contract $741.50 $741.75 -0.03%

Soybeans contract $1,641.50 $1,614.75 1.66%

Baltic Dry Freight 3254 3240 14

Actual Expected Difference

Crude (mb) 1.8

Gasoline (mb) -0.2

Distillates (mb) -1.5

Refinery run rates (%) 0.30%

Natural gas (bcf) 73.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report
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Weather 
 

The 6-10 and 8-14 day forecasts currently call for warmer than normal temperatures for most of 

the country, with cooler temperatures on the West Coast.  The forecast calls for wet conditions 

throughout the North Central, Southwest and Midwest regions, with drier condition expected in 

the Northern Pacific and East Coast regions. 
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Data Section 
 

U.S. Equity Markets – (as of 5/11/2021 close) 

 

  
0.0% 20.0% 40.0% 60.0%

Technology
Consumer Staples

Utilities
Consumer Discretionary

Healthcare
S&P 500

Communication Services
Real Estate
Industrials
Materials
Financials

Energy

YTD Total Return

-3.0% -2.5% -2.0% -1.5% -1.0% -0.5% 0.0% 0.5%

Energy

Financials

Industrials

Real Estate

Utilities

Consumer Discretionary

Healthcare

Consumer Staples

S&P 500

Technology

Communication Services

Materials

Prior Trading Day Total Return

(Source: Bloomberg) 
 

These S&P 500 and sector return charts are designed to provide the reader with an easy overview 

of the year-to-date and prior trading day total return.  Sectors are ranked by total return; green 

indicating positive and red indicating negative return, along with the overall S&P 500 in black. 

These charts represent the new sectors following the 2018 sector reconfiguration.  
 

Asset Class Performance – (as of 5/11/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Corporate Bond

US Government Bond

Cash

US High Yield

Emerging Markets (local currency)

Emerging Markets ($)

Foreign Developed ($)

Foreign Developed (local currency)

Large Cap

Small Cap

Real Estate

Mid Cap

Commodities

YTD Asset Class Total Return

Source: Bloomberg

 
 

Asset classes are defined as follows: Large Cap (S&P 500 Index), Mid Cap (S&P 400 Index), 

Small Cap (Russell 2000 Index), Foreign Developed (MSCI EAFE (USD and local currency) 

Index), Real Estate (FTSE NAREIT Index), Emerging Markets (MSCI Emerging Markets (USD 

and local currency) Index), Cash (iShares Short Treasury Bond ETF), U.S. Corporate Bond 

(iShares iBoxx $ Investment Grade Corporate Bond ETF), U.S. Government Bond (iShares 7-10 

Year Treasury Bond ETF), U.S. High Yield (iShares iBoxx $ High Yield Corporate Bond ETF), 

Commodities (Bloomberg total return Commodity Index). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily.  The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 

 



 

 

20 Allen Avenue, Suite 300 | Saint Louis, MO  63119 | 314.743.5090 

www.confluenceinvestment.com 

11 
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P/E as of 5/5/2021 = 25.1x

 
 

Based on our methodology,1 the current P/E is 25.1x, down 0.5x from last week.  Rising earnings 

led to the decline in the multiple. 

 
This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the 

authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward-looking 

statements expressed are subject to change. This is not a solicitation or an offer to buy or sell any security. 

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q3 and Q4) and two estimates (Q1 and Q2). We take the S&P average for the 
quarter and divide by the rolling four-quarter sum of earnings to calculate the P/E. This methodology isn’t perfect 
(it will tend to inflate the P/E on a trailing basis and deflate it on a forward basis), but it will also smooth the data 
and avoid P/E volatility caused by unusual market activity (through the average price process). Why this process?  
Given the constraints of the long-term data series, this is the best way to create a long-term dataset for P/E ratios. 


